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 This valuation analysis is grounded in the projected financial information provided by 
GMTI (the “Seller”), with full details of the cash flow forecasts presented in the Appendix. 
To address forecast uncertainty and assess valuation robustness under different potential 
outcomes, the analysis incorporates three scenario-based cases: 

• Upside Case: This scenario reflects the Seller’s own financial projections without 
modification. It assumes strong operational execution, continued market growth, 
and realization of optimistic assumptions around revenue, margins, and cost 
efficiencies. 

• Conservative Case: This case applies moderate downward adjustments to the 
Seller’s projections to reflect a more risk-aware view of future performance. 
Adjustments may include tempered revenue growth, more normalized margin 
assumptions, and modest increases in operating or capital expenditures. This 
scenario is intended to approximate a base-case view that balances opportunity 
with risk. 

• Stress Case: This scenario introduces material discounts to key financial 
assumptions in order to simulate a downside environment. It reflects the impact of 
potential adverse factors such as weaker market demand, execution challenges, 
cost inflation, or regulatory headwinds. The goal is to understand valuation 
sensitivity in the event of underperformance. 

The primary valuation methodology applied is the Discounted Cash Flow (DCF) 
approach, which estimates the present value of future levered free cash flows (FCF) 
generated by the business over the forecast period. A terminal value is calculated at the 
end of the explicit projection horizon using the perpetuity growth method. The total 
enterprise value is then derived by discounting these cash flows and the terminal value 
back to present value using an appropriate discount rate, as reflected in the analysis. This 
discount rate, based on the Weighted Average Cost of Capital (WACC), is intended to 
capture the business’s risk profile and prevailing market conditions. 

In addition to the DCF base valuation, a comprehensive sensitivity analysis has been 
conducted to evaluate the impact of varying two key assumptions — the terminal growth 
rate and the discount rate — on the enterprise value. This analysis provides a valuation 
range that captures the sensitivity of the model to changes in long-term growth 
expectations and the cost of capital. It enables stakeholders to better understand how 
shifts in macroeconomic factors, market sentiment, or company-specific risks may 
influence the implied valuation. 
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Together, the scenario analysis and sensitivity testing offer a more holistic perspective 
on valuation, helping inform investment decision-making by highlighting both upside 
potential and downside risk. 

 

Summary of valuation: 

 

 

 

Ken Wu, CFA 

Co-Founder & Chief Investment Officer at Nexusbridge Investment Inc. 
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Upside case:       
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Conservative Case: 

 (10% discount on all revenue stream, 5% expenses increase, location 2’s Gross Margin 
reduced from 20% to 15%) 
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Stress Case:  

(10% discount on all revenue stream,10% expenses increase, location 2’s Gross Margin 
reduced from 20% to 10%) 
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Discussion on key assumptions: 

1. Discount Rate (WACC): 

The discount rate applied in this analysis is intended to reflect the opportunity cost of 
capital, adjusted for the specific risk profile of GMTI as a privately held company. The 
Weighted Average Cost of Capital (WACC) is used as the primary discount rate to value the 
company’s levered free cash flows. Given GMTI has a negligible level of interest-bearing 
debt, the WACC is effectively equivalent to its cost of equity. 

 

To estimate an appropriate cost of equity, the Capital Asset Pricing Model (CAPM) is 
employed: 

Cost of Equity = 𝑅𝑓 + 𝛽 × Market Risk Premium 

 

Risk-Free Rate (Rf): The risk-free rate is based on the yield of long-term Canadian 
government bonds, which currently stands at approximately 4.4%. 

Market Risk Premium (MRP): Based on the most recent data from Market-Risk-
Premia.com, the market equity risk premium for developed markets, including the U.S. and 
Canada, is estimated at 2.44%. 

Beta Estimate: A group of comparable publicly traded post-secondary education providers 
was analyzed to derive an industry beta range. These peers include: 

• Graham Holdings Company 
• Adtalem Global Education Inc. 
• Laureate Education, Inc. 
• Strategic Education, Inc. 
• Grand Canyon Education, Inc. 
• Universal Technical Institute, Inc. 
• Perdoceo Education Corporation 
• American Public Education, Inc. 

The levered beta values for these companies generally range between 0.6 and 0.9. Using a 
midpoint beta of 0.7, the implied cost of equity for these public companies would be: 

Cost of Equity=4.4%+(0.7×2.44%) = 6.1% 
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However, given GMTI’s status as a privately held, smaller-scale, and less liquid company, a 
size and liquidity premium of 6.0% is added to the peer-derived cost of equity. This is 
consistent with common valuation practice for small to mid-sized private companies, 
where investors require higher returns to compensate for illiquidity and additional risk. 

Therefore, the total estimated cost of equity for GMTI is 12.1%, rounded to 12.0% for 
modeling purposes. 

Since GMTI’s capital structure contains insignificant financial leverage, the WACC is 
assumed equal to the cost of equity at 12.0%. This is viewed as a conservative and 
reasonable discount rate, incorporating both systematic market risks and company-
specific risk factors, and aligns with industry norms for private mid-market firms in the 
education sector. 

 

2. Perpetual Growth Rate (Terminal Value Growth): 

The terminal value in the DCF model is calculated using the Gordon Growth (Perpetuity 
Growth) method, which assumes the company will grow at a constant rate indefinitely 
beyond the projection period. 

To determine a justifiable terminal growth rate, the following considerations were made: 

Long-Term Inflation Expectation: The Bank of Canada maintains a target inflation range of 
1–3%, with a mid-point target of 2.0% to 2.5% being widely accepted in long-term planning. 

Real Economic Growth: Canada’s long-term real GDP growth is expected to range 
between 1.5% and 2.5%, depending on labor force growth and productivity trends. 

Sector Dynamics and Company Potential: Given GMTI’s positioning in the post-
secondary and workforce education space, and assuming it can maintain market relevance 
and modest reinvestment over time, a real growth assumption of 2.5% appears defensible. 

 

Perpetual growth rate = 2.5% + 2.5% = 5% 

 

This 5.0% perpetual growth rate is considered reasonable. It assumes sustained, long-term 
operational success and market demand.  

As part of the sensitivity analysis, lower terminal growth rates are also tested to reflect 
more conservative outcomes. 
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Disclaimer 

This document and the valuation analysis contained herein (the “Valuation”) have been prepared by 
Nexusbridge Investment Inc. (“Nexusbridge”), acting solely in its capacity as an independent business 
consultancy and business valuation firm. This document is provided strictly for informational purposes and 
does not constitute, nor should it be construed as, investment advice, legal advice, a fairness opinion, or a 
solicitation or offer to buy or sell securities or business interests. 

1. No Warranty of Accuracy or Completeness All financial information, operational data, and 
projections contained in this Valuation have been provided by the client (the “Seller”) or obtained 
from third-party sources. Nexusbridge has not independently verified the accuracy or completeness 
of such information and expressly disclaims any responsibility for it. Nexusbridge makes no 
representations or warranties, express or implied, as to the accuracy, reliability, or completeness of 
the information used or the conclusions derived. 

2. Forward-Looking Statements and Projections This Valuation may include forward-looking 
information and financial outlooks under applicable securities laws. These statements involve 
assumptions, estimates, and expectations of future performance that are inherently uncertain and 
involve both known and unknown risks. Nexusbridge does not guarantee that any forecast, 
assumption, or projection will materialize, and actual results may differ significantly. The inclusion of 
such statements should not be regarded as a representation by Nexusbridge that the projected 
outcomes will be achieved. 

3. Independent Judgment Advised The contents of this Valuation are not intended to be, and should 
not be construed as, a substitute for your own professional judgment or due diligence. Nexusbridge 
strongly recommends that recipients of this report seek advice from qualified legal, tax, financial, 
and investment advisors before making any business or investment decisions. 

4. Limitation of Liability To the maximum extent permitted by applicable law, Nexusbridge, its officers, 
directors, employees, and affiliates shall not be liable for any loss or damage of any kind arising out 
of or in connection with this Valuation or the information contained herein, including without 
limitation, direct, indirect, incidental, special, punitive, or consequential losses, loss of profits, or 
business interruption, whether in contract, tort (including negligence), or otherwise. 

5. Use by Intended Recipient Only This Valuation has been prepared exclusively for the use of the 
party to whom it is addressed. It may not be copied, reproduced, disseminated, quoted, or referred 
to, in whole or in part, without the prior written consent of Nexusbridge. Any unauthorized use of this 
document is strictly prohibited. 

6. No Obligation to Update Nexusbridge assumes no obligation to update or revise the Valuation to 
reflect new information, events, or changes in circumstances occurring after the date hereof unless 
explicitly agreed to in writing. 

By reviewing this document, the recipient acknowledges and accepts the foregoing terms and agrees to 
release Nexusbridge Investment Inc. from any and all liabilities arising from its use. 

 


